Cape Agulhas Municipality 
Internal Audit Report 
June 2009 



PrICEWATeRHOUsE(OOPERS i 


PricewaterhouseCoopers Inc 

Reg. no. 1998/012055/21 
No 1 Waterhouse Place 
Century City 7441 
P O Box 2799 
Cape Town 8000 
Telephone +27 (21) 529 2000 
Facsimile +27 (21) 529 3300 
www.pwc.com/za 


Dear Sir 

INTERNAL AUDIT: 2008 - 2009 FINANCIAL YEAR 

We have pleasure in submitting our report on the agreed internal audit review performed at 
the Cape Agulhas Municipality. The work was performed in accordance with our 
engagement letter and Internal Audit plan dated 18 June 2007 and 13 March 2009 
respectively. The attached report records our findings and recommends possible ways in 
which the controls could be improved to overcome the identified weaknesses or increase 
business efficiency. 

It must be appreciated that the matters included in the attached report came to our attention 
during the conduct of our agreed internal audit procedures. The nature and scope of these 
procedures did not constitute an audit of the financial records in accordance with 
International Auditing Standards. This report has been prepared for the use of management 
of the Cape Agulhas Municipality and we do not accept any responsibility or liability to third 
parties who may be shown our reports or who on their own volition may decide to rely on 
them. 

The audit findings have been discussed with line- and senior management at Cape Agulhas 
Municipality and their comments have been taken into account and included in this report. 
This is applicable to certain of the findings raised. We have included these actions in this 
report (refer to Appendix A), but we have not validated the comments that were provided to 
us. We would like to express our appreciation to the various staff members of Cape 
Agulhas Municipality who assisted us in performing our work. 

We would be pleased to provide you with any further assistance and request that you do not 
hesitate to contact Steve Roberts on (021) 529-2009. 

Yours sincerely 


25 June 2009 

The Municipal Manager 
Cape Agulhas Municipality 
PO Box 51 
Bredasdorp 
7280 



Steve Roberts - Director 


C Beggs Chief Executive Officer 

M J B Kitshoff Chief Operating Officer 

The Company's principal place of business is at 2 Eglin Road, Sunninghill where a list of directors' names is available for inspection. 
VAT reg.no. 4950174682 
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RESTRICTION 

It is the responsibility of management to develop and maintain an adequate system of internal control. 
Such a system can only give reasonable, not absolute, assurance that errors and irregularities will not 
occur. Reasonable assurance presupposes that the system will be maintained by proficient staff, there 
will not be collusion and that management will not circumvent the system intentionally. The 
conclusions reached as a result of the compliance procedures should not be projected as if it will hold 
good into the future. 
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SCOPE OF THE WORK 

• We have performed our agreed internal audit work at the Cape Agulhas Municipality 
during May 2009 and our report does not take into account any changes after that date. 

• The work was completed in accordance with our engagement letter dated 18 June 
2007 and our Internal Audit plan dated 13 March 2009. 

• The sample size for detailed testing was 25 transactions. This sample was selected on 
a judgmental basis from transactions that took place during the 1 July 2008 - 30 April 
2009 period. 

• Our review included the following areas as agreed in the Internal Audit plan: 

> Supply Chain Management; and 

> Cash and bank account management. 

SOURCES OF INFORMATION 

• Fieldwork was performed at Cape Agulhas Municipality. 

• Interviews were held with key personnel to determine the status of implementation of 
previously reported items; 

• Testing of the key controls were performed to confirm compliance with the laid down 
procedure. 

• Developed agreed action plans, in conjunction with management, to address any areas 
of non-compliance and control weaknesses identified during our review. 

FRAUD AND INTERNAL CONTROL 

The current level of fraud in South Africa has reached unprecedented levels and is cause for 
concern. Work is planned with a reasonable expectation of detecting significant control 
weaknesses in the specific areas reviewed. Flowever, these procedures alone, even when 
carried out with due professional care, do not guarantee that fraud will be detected. 
Accordingly, our reviews and investigations should not be relied upon solely to disclose 
fraud, defalcation or other irregularities, which may exist. 

Management’s attention is also drawn to the fact that inherent limitations exist in the reliance 
on internal controls and procedures as errors and lapses in control can result from staff 
carelessness, misunderstanding of instructions, collusion between individuals and 
management override. 
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RATING OF FINDINGS 

In order to assist management with the allocation of resources to address the weaknesses 
and improve internal controls, we have assigned subjective ratings to each of our 
recommendations. These ratings are for guidance purposes only and management must 
evaluate them in light of their own experience and risk appetite. 

The key to these ratings is as follows: 


Rating 

Suggested Management Action 

Critical 

Significant control weaknesses requiring immediate management 
action. 

Significant 

Control weaknesses that are regarded as serious and require 
management action within a short period of time. 

Housekeeping 

These control weaknesses do not represent a significant risk to 
the control environment and can normally be corrected at a 
minimal cost. The correction of these control weaknesses will 
have the effect of an improved control environment. 


Individual ratings do not necessarily take into account the effect of compensating controls in 
other areas. Individual ratings should not be considered in isolation and their affect on other 
objectives and areas should also be considered. 

The number of findings for each category of rating is schematically portrayed below: 
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MANAGEMENT ACTION PLAN 

The table below only includes summaries of the critical and significant findings with 
management responses. Please refer to Appendix A for the detailed findings, 
recommendations and management actions. 


FINDING 

MANAGEMENT’S 
COMMENTS / 

ACTION PLAN 

RESPONSIBLE 

PERSON 

DUE DATE 

CRITICAL 

1 

Lack of seqreqation of duties 

in the supply chain 
manaqement process 

Requisitions are requested and 
approved by the same official. 
Instance were noted where the 
invoices are also approved by the 
person who requested and 
approved the requisitions. 

Segregation of duties will be 
enforced in future. 

Chief Financial 

Officer 

1 July 2009 

2 

Tenders not recorded in the 

tender reqister 

Instance were noted where 
tender evaluated were not 
recorded in the tender register. 

The Bid evaluation committee 
will ensure that all tenders 
evaluated are recorded in the 
register before the evaluation. 

Manager: Supply 
Chain Management 

1 July 2009 

SIGNIFICANT 

1 

Suppliers not listed on the 

suppliers database and 
quotation policy not beinq 

followed 

The supply chain management 
policy is not always being 
complied with regarding the 
sourcing of quotations and the 
use of suppliers who are not on 
the approved suppliers database. 

The supplier database will be 
reviewed and the required 
documentation will be 
sourced from the suppliers 
not on the database. 

Manager: Supply 
Chain Management 

1 July 2009 

2 

Supply Chain Manaqement 

policy not updated 

The supply chain management 
policy did not include certain 
requirement as per the MFMA. 

Policy document will be 
updated to reflect the 
required additions. 

Manager: Supply 
Chain Management 

1 July 2009 

3 

Tender closinq dates not 

accordinq to policy 

Advertisements for tenders did 
not always comply with the 
prescribed closing date 
requirements. 

Closing dates for the 
advertisement will be 
reviewed by the bid 
specification committee. 

Bid specification 
Committee 

1 July 2009 
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FINDING 

MANAGEMENT’S 
COMMENTS / 

RESPONSIBLE 

PERSON 

DUE DATE 


ACTION PLAN 


SIGNIFICANT (Cont) 

4 

No evidence of bid documents 

review 

Evidence of tax clearance, 
municipal rates and restricted 
supplier databases are not 
retained. 

Evidence of these checks 
and reviews will be retained 
in future. 

Manager: Supply 
Chain Management 

1 July 2009 

5 

Undertakina of confidentialitv 

and impartialitv not sianed 

The members of the Bid 

Evaluation Committee did sign an 
“undertaking of confidentially and 
impartiality” before the meeting. 

All members of the Bid 
Evaluation Committee will be 
required to sign an 
“undertaking of confidentially 
and impartiality”. 

Manager: Supply 
Chain Management 

1 July 2009 

6 

Cash-uo reconciliations 
process not beina followed 

A number of instances were 
noted where the cash-up 
reconciliation process were not 
followed. 

Reconciliation process will be 
enforced by management in 
future. 

Chief Financial 

Officer 

1 July 2009 

7 

Cash-up procedure not 

followed 

The approved cash-up procedure 
were not always being followed 
during the cash-up process. 

The importance of the cash- 
up procedure will reinforced 
by management and a review 
of the documentation will be 
performed. 

Chief Financial 

Officer 

1 July 2009 

8 

Inadeauate securitv at cash 

offices 

Access the all the cash offices 
are not properly restricted. 

Management will review the 
security at the offices in 
question. 

Chief Financial 

Officer 

1 July 2009 
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Supply Chain Management: No proper segregation of duties 

Rating: 

Critical 

Criteria: 

Proper segregation should exist between requesting procurement, authorisation a 
requisition and authorising an invoice for payment. 

Finding: 

Upon our review of the requisitions and purchase orders the following was noted: 
Requisitions were requested and approved by the same official. 

For a sample of ten tenders selected, it was notices that in eight instances, the requisitions 
was requested and approved by the same official. The details are as follows: 


Tender 

Description 

Amount 

Requisition 

numbers 

DSID(R01/2008) 

Sewerage works: waenshuiskrans 

R 1,925,000.04 

28897 

DKD 2008/5 2008/4 

Upgrading test station 

R 880,000.00 

22478 

22466 

22462 

22468 

S04/2008 

Professional services: variance streets and storm water 

R 342,000.00 

31391 

32445 

32497 

DKD2006/8 

Painting of road marks 

R 11,021.11 

29957 

R03/2008 

Construction of waenshuiskrans sewerage: phase 2 

R 3,600,000.00 

33212 

33240 

BGD2008/5 

Building of bathrooms (bredasdorp) 

R 13,950.00 

32040 

32046 

32060 

S07/2008 

Upgrading of streets (stuisbaai-noord 

R 1,105,986.11 

33923 

ELEK5/2008 

4 ton vehicle 

R 303,325.36 

27691 


For a sample of nine quotations selected it was noted that in seven instances the 


requisitions were requested and approved by the same officia 

. The details are as follows: 

Quotation description 

Successful quotation 

Amount 

Decision no 

Requisition 

numbers 

Supply and installation of air conditioning 

Springbok verkoeling 

R 36,000.00 

T70/2008 

29788 

New bathrooms at community service offices 

An ahrends 

R 49,780.00 

T9/2009 

33342 

33807 

Blower mower 

Ingca solutions 

R 39,854.40 

T1 0/2009 

33310 

Supply of cutlery 

Continental china 

R 30,320.97 

T1 2/2009 

32047 

Air conditioning 

Springbok verkoeling 

R 93,900.00 

T19/2009(T1 

2/2009) 

32056 

32057 

32058 
32058 

Play parks: zwelitsha, kleinbegin and kassiesbaai 

Cert's adventure playgrounds 

R 103,500.00 

T32/2009 

34305 

Conversion of storerooms into safe 

Aj moos 

R 47,366.07 

T72/2008 

30744 

30785 

31601 
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For a sample of ten requisitions for purchases under R30, 000.00 selected, six instances 
were noted where the requisition was requested and approved by the same official. The 
details are as follows: 


No. 

Requisition number 

Supplier name 

Quotation Price 

1 

28940 

P&B HANDELAARS 

R 2,580.00 

3 

29740 

JACO LOUW INGEBOUDE KASTE 

R 4,050.00 

4 

30773 

D LOURENS 

R 3,000.00 

5 

31970 

LAWNMOWER & CHAINSAW 

R 11,138.26 

7 

33344 

MICRON ENGINEERING 

R 12,200.00 

10 

31210 

D LOURENS 

R 4,500.00 


Invoices are approved by the same official that authorised the requisition. 

For a sample of ten tenders selected six instances were noted where the invoice are 
approved by the same official who approved the requisition. The details are as follows: 


Tender 

Description 

Successful bidder 

Amount 

Requisition 

numbers 

Remittance / 
Cheque no 

DSID(R01/2008) 

Sewerage works: 
waenshuiskrans 

Puricare cc 

R 1,925,000.04 

28897 

A48219 

S04/2008 

Professional services: variance 
streets and storm water 

Wee consult 

R 342,000.00 

31391 

32445 

32497 

A49196 
A49878 
A5041 8 

DKD2006/8 

Painting of road marks 

P willemse h/a willemse 
alien clearing & general 
construction works cc 

R 11,021.11 

29957 

T 4315 

R03/2008 

Construction of waenshuiskrans 
sewerage: phase 2 

Cape agulhas civil 

R 3,600,000.00 

33212 

33240 

A50169 

A50603 

S07/2008 

Upgrading of streets (stuisbaai- 
noord 

Peter starke civil 

R 1,105,986.11 

33923 

A50638 

ELEK5/2008 

4 ton vehicle 

Ann mitt 

R 303,325.36 

27691 

A50452 


For a sample of nine competitive quotations selected five instances were noted where the 
invoices were authorised by the same official who authorised the requisition. The details are 
as follows: 


Description 

Successful bidder 

Amount 

Date awarded 

Requisition no 

Remittance/ch 
eque no 

Supply and installation of 
air conditioning 

Springbok verkoeling 

R 36,000.00 

22-Sep-08 

29788 

A48176 

New bathrooms at 
community service offices 

An ahrends 

R 49,780.00 

13-Feb-09 

33342 

33807 

T4591 

T4686 

Blower mower 

Ingca solutions 

R 39,854.40 

13-Feb-09 

33310 

T4474 

Air conditioning 

Springbok verkoeling 

R 93,900.00 

13-Mar-09 

32056 

32057 

32058 

32058 

A50599 

Conversion of storerooms 
into safe 

Aj moos 

R 47,366.07 

22-Sep-08 

30744 

30785 

31601 

A48217 

A48329 

A48675 
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For a sample of ten quotations for purchases of under R30,000.000 selected six instances 
were noted where the invoices were authorised by the same official that authorised the 
requisition. The details are as follows: 


Requisition number 

Supplier name 

Quotation Price 

28940 

P&B HANDELAARS 

R 2,580.00 

29740 

JACO LOUW INGEBOUDE KASTE 

R 4,050.00 

30773 

D LOURENS 

R 3,000.00 

32702 

LANA SMITH 

R 10,500.00 

30161 

LIEFDESNESSIE DIENSSENTRUM 

R 1,200.00 

31210 

D LOURENS 

R 4,500.00 


Risk: 

Failure to have proper segregation of duties between requesting, authorising request and 

authorising invoices might lead to unnecessary or even unauthorised procurements made. 

Recommendation: 

• Management should ensure that goods and services are only ordered if the 
requisitions have been requested and authorised by two separate delegated officials. 

• The official responsible for authorising the invoices should not be the official 
requesting or authorising the requisition. 

Management Action Plan: 

• Management will ensure that the segregation of duties requirement is communicated 
the relevant employees. 

• In future this segregation of duties will be enforced before the approval of 
documentation for payment. 

Responsible Person: 

Chief Financial Officer 

Implementation Date: 

1 July 2009 
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Supply Chain Management: Tenders not listed in the tender register 

Rating: 

Critical 

Criteria: 

All bid documentation received on or before the closing date are recorded in the tender 
register 

Finding: 

It was noted that for the sample of 10 tenders selected 3 instances were noted where the 
tenders considered for evaluation, as per the Bid Evaluation Committee minutes, was not 
recorded in the tender register. The details are as follows: 


Tender 

Description 

Successful 

bidder 

Amount 

Bids considered not listed in 
register 

DSID(R01/2008) 

SEWERAGE WORKS: 
WAENSHUISKRANS 

PURICARE CC 

R 1,925,000.04 

Puricare 

S07/2008 

UPGRADING OF STREETS (STUISBAAI- 
NOORD 

PETER 

STARKE CIVIL 

R 1,105,986.11 

PETER STARKE CIVILS 
CAL KONSTRUKSIE 

TSS CONSTRUCTION 
FUNDA CIVILS 

UMZAMO CIVILS CC 

CAPE AGULHAS CIVILS 
LUSASA CONSTRUCTION 

ELEK5/2008 

4 TON VEHICLE 

ANN MITT 

R 303,325.36 

TATA BREDASDORP 

AAD TRUCK & BUS 

TATA WORCESTER 
CENTRAL MOTORS 

ANN MITT 


Risk: 

• Failure to record tender documents received in the tender register might result in late 
bids received being successful and therefore the bidder might have had and unfair 
advantage. 

• A fair and transparent tender process might not have been followed. 

Recommendation: 

• Management should insure that all tender documentation and the amount tendered of 
each tender received should be listed in the bid register. 

• No late tender or tender that were not included in the register should considered for 
evaluation. 

Management Action Plan: 

Management will ensure that all tenders presented to the Bid Evaluation committee are 

included on the tender register. 

Responsible person: 

Supply Chain Management 

Implementation date: 

1 July 2009 
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Supply Chain Management: Suppliers not listed on supplier database and quotations 

not incompliance with Supply Chain Management policy. 

Rating: 

Significant 

Criteria: 

The Accountant must keep a list of all accredited prospective supplier of goods and services 
that should be utilised for the procurement of goods and services. 

Refer to section 14(1) (a) of the Cape Agulhas Municipality Supply Chain Management 
Policy 

Paragraph 13 of SCM states that a written quotation or tender may not be accepted unless 
the vendor who handed in the quotation or tender provided {inter alia) the following: 

• full name 

• identity number or company / other registration number; and 

• income tax reference number and VAT registration number (if any) 

Paragraph 17 of the SCM states that, where formal written quotations are obtained - such 
quotations have to be obtained from at least three different vendors whose names appear 
on the Municipality's list of accredited prospective vendors. Quotations may be obtained 
from vendors who are not accredited, on the condition that these vendors comply with listing 
criteria set out in paragraphs 1 4(1 )b and (c) of SCM. 

Finding: 

For a sample of ten requisitions selected, suppliers used that are not listed on the 
Municipality's supplier database were noted in the following instance. The details are as 
follows: 


Requisition number 

Supplier name 

Reason 

31210 

D LOURENS 

MOST AFFORDABLE QUOTATION 


We also noted the following during our review of the quotations and subsequent payments. 

Payment to R de Vos: R24 000 on 21/11/08 - vote 410520741 

• Written quotations from R De Vos, Imvusa T rading and Sign the Way 1 01 0 cc do not 
contain full names, ID numbers and CC registration numbers of proposed vendors. In 
addition, no reference is made in their quotations to income tax or VAT registration 
numbers 

• R De Vos, Imvusa T rading and Sign the Way 1 01 0CC are not accredited suppliers of 
the Municipality 

• Whilst R De Vos lists the address as "Adamlaan 18" on the invoice and quotation - the 
registered address per SA Company search is actually 24 Timm Street, River View, 
Worcester. R De Vos has an interest in two entities per SA company - D-Ray's 
Construction CC (in which he is a member) and Boland Hospice. 

• We enquired from the Municipality's rates department and could not find R De Vos as 
a registered rate payer in respect of Adamlaan 18, Napier. 

• R de Vos' invoice contains no VAT registration details 

• A second quotation was received from "Sign the Way 1010CC", signed by V Cupido. 
A company search on this name indicated that such a close corporation does not 
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exist. We did however find a close corporation entitled "Shine the Way 1010" of 
which a Mr Vernon Cupido is a member. The close corporation's registered address 
is Unit 7B, N1 City Mews, Frans Conradie Drive, Cape Town and the SIC description 
is "Retail trade". 

• The third quotation was received from Imvusa Trading - see below for further details. 

Payment to Imvusa Trading: R9 000 on 24/02/09 - vote 110683032 

• Only one written quotations was received - from Imvusa Trading for R1 000 per day - no 
mention is made of how many days Imvusa estimated the "job" to take. The requisition 
states that two (verbal) quotations were obtained from a A Collar and F Anta @ R1 100 
per day and R1 220 per day respectively. Imvusa Trading's quotation does not contain 
CC registration number or reference to income tax or VAT registration numbers. 

• Imvusa Trading is not an accredited supplier of the Municipality 

• Whilst Imvusa Trading lists its address as "Hetztoglaan, Napier" (no street number on 
quotation or invoice) on invoice and quotation - its registered address per SA Company 
search is actually Hoogstraat 68, Worcester. The CC has one registered member, 

Arthur Faure, who also has an interest in a CC called Kwebilo Construction, also 
registered in Worcester. 

• We enquired from the Municipality's rates department and could not find Imvusa Trading 
as a registered rate payer. 

• Imvusa Trading's invoice contains no VAT details. 

A review of the payment records indicate that 13 payments were made to R de Vos and 7 to 

Imvusa Trading during current financial year. 

Risk: 

• Failure to use supplier listed on the Municipality's supplier database might result in the 
Municipality doing business with supplier that might not be able to deliver the goods or 
service ordered. 

• Business transactions might also be entered into with suppliers that have been 
involved in unlawful business or who are not register rate payer within the municipal 
area. 

Recommendation: 

• Management should ensure that all prospective supplier are encouraged to register 
with the Municipality as a registered vendor. 

• Procurement should be limited to the suppliers listed on the Municipality's supplier 
database. 

Management Action Plan: 

Supply Chain Management will review the current registered suppliers and will request the 

required information from suppliers currently not on the suppliers’ database. 

Responsible Person: 

Supply Chain Management 

Implementation Date: 

1 July 2009 
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Supply Chain Management: Policy not in line with current practices 

Rating: 

Significant 

Criteria: 

The supply chain management policy is reviewed on an annual basis to ensure that the 
policy is in line with current practices. 

Finding: 

Upon comparing the Cape Agulhas Municipality: Supply Chain Management Policy (as 
approved on 26 June 2006) with the Municipal Finance Management Act 56 of 2003 
(MFMA), it was noted that the policy do comply with the key prescribed requirements listed 
in the MFMA but provision have not been made for the following: 

• processes and procedures for emergency procurements and 

• the invalidation of recommendations or decisions that were unlawfully or improperly 
made, taken or influenced, including recommendations or decisions that were made, 
taken or in any way influenced by- 

1) councilors in contravention of item 5 or 6 of the Code of Conduct for Councilors set 
out in Schedule 1 to the Municipal Systems Act; or 

2) municipal officials in contravention of item 4 or 5 of the Code of Conduct for 
Municipal Staff Members set out in Schedule 2 to that Act; 

Risk: 

Failure to review and amended the policy might lead to current practices not being in line 
with latest changes to legislation. 

Recommendation: 

The Supply Chain Policy should be reviewed to be in line with current practices. Provision 
should be made to include the following: 

• processes and procedures for emergency procurements and 

• the invalidation of recommendations or decisions that were unlawfully or improperly 
made, taken or influenced, including recommendations or decisions that were made, 
taken or in any way influenced by- 

1) councilors in contravention of item 5 or 6 of the Code of Conduct for Councilors set 
out in Schedule 1 to the Municipal Systems Act; or 

2) municipal officials in contravention of item 4 or 5 of the Code of Conduct for 
Municipal Staff Members set out in Schedule 2 to that Act; 

Management Action Plan: 

Supply Chain Management policy documents will be update to reflect the required 
additions. 

Person Responsible: 

Supply Chain Management 

Implementation Date: 

1 July 2009 
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Supply Chain Management: Closure date of advertisement not within prescribed 

closure period 

Rating: 

Significant 

Criteria: 

The closure date for the submission of bids, are not less than 30 days in the case of 
transactions over RIO million(VAT incl.), or 14 days in any other case. 

Finding: 

For a sample of ten advertisements inspected, in one instance the closing period for the 
submission of bid was less than the prescribed period. 


TENDER 

Description 

Amount 

Decision no 

Closing period 

ELEK3/2009 

NOOITGEDACHT SUBSTATION BUILDING 

R 229,000.00 

T1 6/2009 

7 days 


Risk: 

• Failure to allow the enough time for potential bidders to submit documentation might 
result in some bidders not having enough time to compile tender documentation. 

• This might lead to potential suppliers not submitting tender documentation and the 
most appropriate supplier might not be selected. 

• A fair and transparent tender process may not have been followed. 

Recommendation: 

Management should ensure that the closing date for the submission of bids are not less 
than 30 days in the case of transaction over RIO million, or 14 days in any other case. 

Management Action Plan: 

The closing dates of the advertisements will be reviewed by the bid specification committee 
which has now been formalised. 

Responsible Person: 

Bid Specification committee 

Implementation Date: 

1 July 2009 


PricewaterhouseCoopers 


Page 8 of 24 





CAPE AGULHAS MUNICIPALITY 

INTERNAL AUDIT REPORT 


JUNE 2009 

APPENDIX A 


Supply Chain Management: No evidence of review of recommended bidder 

Rating: 

Significant 

Criteria: 

1 . A bid evaluation committee must- 

1.1. Evaluate the bids in accordance with the specifications for a specific procurement 
and the points system; 

1 .2. Evaluate each bidder's ability to execute the contact; 

1 .3. Check in respect of the recommended bidder whether municipal rates and taxes 
and municipal service charges are not in arrears, and; 

1.4. Submit to the adjudication committee at report and recommendations regarding the 
award of the bid or any. 

Refer to Section 28( 1 ) of the Cape Agulhas Supply Chain Management Policy 

2. The accounting officer must reject any bid from a bidder- 

2.1 . If any municipal rates and taxes or municipal service charges owed by that bidder 
or any of its directors to the Cape Agulhas Municipality, or to any other municipality 
or municipal entity, are in arrears for more than three months; or 

2.2. Who during the last five years has failed to perform satisfactorily on a previous 
contract with the Municipality or any other organ of state after written notice was 
given to that bidder that performance was unsatisfactory; 

2.3. If the recommended bidder , or any of its directors, has committed a corrupt or 
fraudulent act in competing for the particular contract. 

2.4. If the recommended bidder or any of its directors have been convicted for fraud 
corruption in the last five years; has willfully neglected, reneged on or failed to 
comply with any government, municipal or other public sector contract during the 
past five years; or has been listed in the Register for bid Defaulters. 

Refer to Section 38(1 )(d), (e) and (g) of the Cape Agulhas Supply Chain 
Management Policy. 

Finding: 

Upon discussion with the Supply Chain Practitioner we were informed that a review of the 

recommended bidder is done. Upon inspection of the tender documents evidence of these 

reviews could not be obtained for all of the tenders selected. 
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Tender 

Description 

Successful bidder 

Amount 

Decision 

no 

Date 

awarded 

Tax 

clearance 

Rate 

and 

taxes 

Restricted 

database 

DSID(R01/ 

2008) 

SEWERAGE WORKS: 
WAENSHUISKRANS 

PURICARE CC 

R 1,925,000.04 

T34/2008 

1 0-Jul-08 

yes 

yes 

no evidence 

DKD 

2008/5 

2008/4 

UPGRADING TEST 
STATION 

V VALENTINE 

R 880,000.00 

T37/2008 

1 0-Jul-08 

no 

no 

evidenc 

e 

no evidence 

S04/2008 

PROFESSIONAL 
SERVICES: VARIANCE 
STREETS AND STORM 
WATER 

WEC CONSULT 

R 342,000.00 

T71/2008 

22-Sep-08 

yes 

no 

evidenc 

e 

no evidence 

DKD2006/ 

8 

PAINTING OF ROAD 
MARKS 

P WILLEMSE H/A 
WILLEMSE ALIEN 
CLEARING & 

GENERAL 
CONSTRUCTION 
WORKS CC 

R 11,021.11 

T82/2008 

17-Oct-08 

yes 

no 

evidenc 

e 

no evidence 

R03/2008 

CONSTRUCTION OF 
WAENSHUISKRANS 
SEWERAGE: PHASE 2 

CAPE AGULHAS 

CIVIL 

R 3,600,000.00 

T92/2008 

17-Nov-08 

yes 

yes 

no evidence 

BGD2008/ 

5 

BUILDING OF 
BATHROOMS 
(BREDASDORP) 

RJ HEUNIS 
CONTRACTOR 

R 13,950.00 

T97/2008 

04-Dec-08 

yes 

no 

evidenc 

e 

no evidence 

S07/2008 

UPGRADING OF 
STREETS (STUISBAAI- 
NOORD 

PETER STARKE 

CIVIL 

R 1,105,986.11 

T7/2009 

30-Jan-09 

no 

yes 

no evidence 

S01/2009 

UPGRADING OF 
STREETS KLIPDALE 

THE BUSINESS 

ZONE 2100 

R 481 ,243.08 

T1 3/2009 

27-Feb-09 

yes 

yes 

no evidence 

ELEK3/20 

09 

NOOITGEDACHT 

SUBSTATION 

V VALENTINE 

R 229,000.00 

T1 6/2009 

13-Mar-09 

no 

no 

evidenc 

e 

no evidence 

ELEK5/20 

08 

4 TON VEHICLE 

ANN MITT 

R 303,325.36 

T98(99)/2 

008 

04-Dec-08 

yes 

no 

evidenc 

e 

Yes 


Risk: 

• Failure to properly review the recommended bidder might result in the most suitable 
supplier not have being selected. 

• Contracts might be entered into with suppliers that may not be in a position to deliver 
or have previously been involved in unethical business dealings. 

Recommendation: 

• Management should ensure that the recommended bidder is properly reviewed before 
the tender is awarded. 

• The relevant documentation should be signed and filed as evidence of the review. 

Management Action Plan: 

All required documentation is reviewed during the tender evaluation. 

Evidence of these reviews will be retained in future to ensure that all the required 
documentation will be available. 

Responsible person: 

Supply Chain Management 

Implementation date: 

1 July 2009 
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Supply Chain Management: Undertaking of Confidentiality and Impartiality not signed 

Rating: 

Significant 

Criteria: 

Any official or any other party involved in the execution of the Supply Chain Policy should 
declare the details of any interests in any process regarding the procurement of services or 
awarding of any contract by the Municipality. 

Refer to section 46(2)(e) of the Cape Agulhas Municipality Supply Chain Management 
Policy 

Finding: 

Upon discussion with the Supply Chain Practitioner and review of documentation we noted 
that the “Undertaking of Confidentiality” is not signed for Bid Evaluation Committee 
meetings. 

Risk: 

• If members of committees do not declare any interest in the supply chain process, it 
might lead to biased decisions being made. 

• This might result in a fair and transparent procurement processes not being followed. 

Recommendation: 

Management should ensure that the Undertaking of Confidentiality and Impartiality are 
signed by members of the Bid Evaluation and Bid Adjudication Committees. 

Management Action Plan: 

All members of the Bid Evaluation and Bid Adjudication Committees will sign the 
“Undertaking of Confidentiality” in future. 

Responsible Person: 

Committee Chairpersons 

Implementation Date: 

1 July 2009 
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Cash and Bank: Daily cash-up reconciliations not sianed. 



Rating: 

Significant 

Criteria: 

• The daily cash-up reconciliation sheet is signed by the cashier that performed the 
cash-up. 

• The daily cash-up reconciliation sheet is signed by the supervisor to ensure that the 
cash-up was performed correctly. 

• The daily cash-up reconciliation sheet is signed by the Accountant: Registers and 
Cash Control as evidence of review. 

• The receipt number at the start of the day and the number at the end of the day are 
recorded on the reconciliation as well as the total number of receipts issued for the 
day. 

Finding: 

From the sample of 30 daily cash-up reconciliations selected, 25 reconciliations were 

inspected. From the 25 reconciliations inspected the following was noted: 

There were five instances where the reconciliation was not signed by the cashier: 


Date of cash-up 

Office 

03/07/2008 

Bredasdorp 

15/08/2008 

Testing station 

01/10/2008 

Testing station 

13/01/2009 

Testing station 

10/03/2009 

Testing station 


There were 4 instances where the reconciliation was not signed by a supervisor: 


Date of cash-up 

Office 

15/08/2008 

Testing station 

01/10/2008 

Testing station 

13/01/2009 

Testing station 

10/03/2009 

Testing station 


There were four instances where the Accountant: Registers and Cash Control did not sign 
the reconciliation as evidence of review: 


Date of cash-up 

Office 

15/08/2008 

Testing station 

01/10/2008 

Testing station 

13/01/2009 

Testing station 

10/03/2009 

Testing station 
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There were four instances where the receipt number at the start and the end of the day as 
well as the total number of receipts for the day, was not recorded on the reconciliation: 


Date of cash-up 

Office 

15/08/2008 

Testing station 

01/10/2008 

Testing station 

13/01/2009 

Testing station 

10/03/2009 

Testing station 


Risk: 

Cash-ups may be incorrectly performed without proper supervision and review. 

Recommendation: 

• The daily cash-up reconciliation sheet should be signed by the cashier and the 
supervisor that performed the cash-up. 

• The daily cash-up reconciliation sheet should be signed by the Accountant: Registers 
and Cash Control as evidence of review. 

• The receipt number at the start and end of the day, as well as the total number of 
receipts issued, should be recorded on the daily cash-up reconciliation sheet. 

Management Action Plan: 

Cash up and reconciliation procedures will be re-emphasized with the relevant employees 
and a review of the documentation will be performed in future. 

Person Responsible: 

Chief Financial Officer 

Implementation Date: 

1 July 2009 
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Cash and Bank: Cash ud procedures not correctly followed. 



Rating: 

Significant 

Criteria: 

• Cash-ups are performed by two officials. 

• At the Testing Station, the cash-up report from E-Natis system is printed after the 
cash has been counted by the supervisor and sent to the Accountant: Registers 
and Cash Control. 

• This is to allow the Accountant: Registers and Cash Control agree the cash-up to the 
E-Natis system. 

Finding: 

From observation of the daily cash-ups performed at the various offices, the following cash- 
up procedures were not followed: 

Cash-up performed at the Testing station on 15/04/2009: 

• The cash-up was performed by the cashier only. 

• The cash-up report was printed before the cash was counted. 

• The cash-up report was printed by the cashier. 

Cash-up performed at the Struisbaai Office on 20/04/2009: 

• The cash-up was performed by the supervisor only. 

Cash-up performed at the L' Agulhas Office on 20/04/2009: 

• The cash-up was performed by the cashier only. 

It was noted that the cash-up reports from the E-Natis were not sent to the Accountant: 
Registers and Cash Control. Therefore the totals per the cash-up could not be agreed to the 
totals per E-Natis. 

Risk: 

Cash-ups may be incorrectly performed without proper supervision and review. 

Recommendation: 

• Two officials should be present during the cash-ups. 

• At the Testing Station, the supervisor should only print the cash-up report after the 
cash has been counted by the cashier. 

• At the Testing Station, the cash-up reports from E-Natis should be attached to the 
daily reconciliation sheet when the reconciliations are sent to the Accountant: 
Registers and Cash Control for review. 

Management Action Plan: 

Cash up and reconciliation procedures will be re-emphasized with the relevant employees 
and the review of the documentation will be performed in future. 

Person Responsible: 

Chief Financial Officer 

Implementation Date: 

1 July 2009 
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Cash and Bank: Inadeauate security at cash offices 



Rating: 

Significant 

Criteria: 

The access to the cash office is restricted to authorised personnel only. 

Finding: 

From observations of the cash-up processes at the Struisbaai and L' Agulhas cash offices, 
the following was noted: 

• The cashiers counter was open i.e no glass wall restricting access to the cash office. 

• During the cash-up, the public entrance to the office was not locked. 


Risk: 

Lack of adequate restriction to the cash office may result in the increased risk of robberies 
resulting in financial loss. 

Recommendation: 

Adequate security measures should be put in place to ensure that the access to the cash 
office is restricted at all times. 

Management Action Plan: 

Security at the office in question will be reviewed and corrective actions will be taken. 

Responsible Person: 

Chief Financial Officer 

Implementation Date: 

1 July 2009 
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HOUSEKEEPING FINDINGS 


Supply Chain Management: Documentation not retained 

Rating: 

Housekeeping 

Criteria: 

All relevant payment documentation should be attached to make a valid payment. 

Finding: 

Upon our inspection of the payment documentation the following was noted: 

For requisitions completed for procurement under R30,000.00 two instances were noted 
where the purchase orders could not be obtained. The details are as follows: 


Requisition number 

Supplier name 

Quotation Price 

30773 

D LOURENS 

R 3,000.00 

31210 

D LOURENS 

R 4,500.00 


Risk 

Failure to have all relevant payment documentation attached could result in unauthorised 
payments being executed. 

Recommendation: 

Management should consider making sure all relevant documents are attached to the 
payment before making any supplier payments. 

Management Action Plan: 

• The payments in question were made to a supplier who was not loaded as a creditor. 

• All suppliers will be loaded as creditors in future to ensure that the required order and 
payment documentation can be completed for payments made. 

Responsible Person: 

Chief Financial Officer 

Implementation Date: 

1 July 2009 
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Cash and Bank: Cashier did not sian the mail register. 



Rating: 

Housekeeping 

Criteria: 

The cashiers sign the mail register as evidence that the all mail receipts were captured onto 
SAMRAS correctly and timeously. 

Finding: 

From inspection of the mail register, it was noted that the cashier did not sign the mail 
register after capturing the receipts. 

Risk: 

Not all receipts received via mail may be captured onto SAMRAS resulting in financial loss. 

Recommendation: 

The cashier should sign the mail register as evidence that all mail receipts for the day was 
captured correctly and timeously on SAMRAS. 

Management Action Plan: 

Mail register will be signed in future. 

Responsible Person: 

Chief Financial Officer 

Implementation Date: 

1 July 2009 
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Supply Chain Management: Tender Specification committee not formally constituted 


Rating: 

Housekeeping 

Criteria: 

• The tender specification committee is responsible for compiling the tender 
specifications for the procurement of goods or services for the Cape Agulhas 
Municipality. 

• The committee must consist of one or two members of the Municipality, preferably the 
head of the department requesting the procurement. If needed, an external expert- 
consultant may serve on the committee. 

“Refer to par 27 (1) and (3) of the Supply Chain Management Policy “ 

Finding: 

• The tender specification committee was not formally constituted for the period under 
review. 


Risk: 

• Failure to fairly represent the tender specification committee might lead the wrong 
specifications prepared. 

• This might lead to goods and services not being timeously procured or the incorrect 
goods and services being procured. 

Recommendation: 

• Management should consider to compile a tender specification committee for each 
tender process followed, consisting of at least the head or manager of the department 
requesting the procurement. 

• The members should then sign off the specification as evidence of the compiling 
thereof and the specifications should be filed for record and audit purposes. 

Management Action Plan: 

The tender specification committee has been formally constituted as follows: Two members 

of the division requesting the tender, supply chain management and the manager from the 

Municipal Manager’s office. 

Responsible Person: 

Supply Chain Management 

Implementation Date: 

Already implemented 
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Supply Chain Management: No evidence of review of tender register 

Rating: 

Housekeeping 

Criteria: 

The tender register is reviewed by the Supply Chain Manager or his delegate for 
completeness and accuracy. 

Finding: 

Upon discussion with the supply chain practitioner and review of the register it was noted 
that the tender register is reviewed for accuracy and completeness by himself after the 
opening of tender, no evidence of review could be obtained. 

Risk: 

• Failure to review the tender register for accuracy and completeness might result in 
late bids received being successful and/or tender amount being wrongly recorded. 

• The bidder might have had and unfair advantage and a fair and transparent tender 
process may not have been followed. 

Recommendation: 

Management should ensure that the tender register is reviewed by Financial 
Executive/Municipal Manager for completeness and accuracy of details recorded. 

Management Action Plan: 

The tender register will be reviewed by the Bid Evaluation Committee during the 
assessment of the tenders submitted. 

Responsible person: 

Supply Chain Management 

Implementation date: 

1 July 2009 


PricewaterhouseCoopers 


Page 1 9 of 24 




CAPE AGULHAS MUNICIPALITY 

INTERNAL AUDIT REPORT 


JUNE 2009 

APPENDIX A 


Supply Chain Management: Bid box not twenty four hourly available 

Rating: 

Housekeeping 

Criteria: 

The bid box is available to the public to submit tender documentation on a 24 hour basis. 

Finding: 

• Upon inspection it was noticed that the bid box is located on the first floor of the 
Municipal building in Dirkey Uys Street, Bredasdorp. 

• The box is not accessible on a 24 hour basis. 


Risk: 

If the bid box is not accessible on a 24 hour basis, bias may exist against certain suppliers. 

Recommendation: 

• Management should ensure that the bid box is located where it can be accessible to 
the public on a 24 hour basis. 

• Furthermore the location should also provide for the safety and confidentiality of the 
documents submitted. 

Management Response: 

Management will review the positioning of the bid box. 

Responsible person: 

Supply Chain Management 

Implementation date: 

1 July 2009 
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Supply Chain Management: No evidence of approval of advertisement 

Rating: 

Housekeeping 

Criteria: 

The advertisement are prepared by the supply chain practitioner and approved by the 
Municipal Manager/Financial Executive 

Finding: 

• Upon discussion with the supply chain practitioner we were informed that the 
advertisement are authorised by the Municipal Manager before the it is published. 

• However upon inspection of the advertisements no evidence of the approval could be 
obtained. 


Risk: 

• Failure to sign the advertisement as evidence of approval might result in the 
wrong information being advertised. 

• This might lead to goods and services not being procured on a timely basis. 

Recommendation: 

• Management should ensure that all advertisements are reviewed for accuracy and 
should be signed as evidence of review. 

• The approved/reviewed advert should be filed for record and audit purposes. 

Management Action Plan: 

Advertisements will be reviewed by the tender specification committee and evidence of the 
approvals will be recorded in the minutes of this meeting. 

Responsible Person: 

Committee Chairperson 

Implementation Date: 

1 July 2009 
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Supply Chain Management: Bid documents not stamped 

Rating: 

Housekeeping 

Criteria: 

Each page of the tender documents received is date stamped and signed by the two 
officials collecting the tender documents from the bid box. 

Finding: 

For the 10 tender documents selected it was noted the two documents were not date 
stamped. The details are as follows: 


Tender 

Description 

Successful bidder 

Amount 

S04/2008 

PROFESSIONAL SERVICES: VARIANCE 
STREETS AND STORM WATER 

WEC CONSULT 

R 342,000.00 

DKD2006/8 

PAINTING OF ROAD MARKS 

P WILLEMSE H/A WILLEMSE 
ALIEN CLEARING & GENERAL 
CONSTRUCTION WORKS CC 

R 11,021.11 


Risk: 

• Failure to date stamp each tender document received on the closing date of the bid, 
might result in late bids received being successful and therefore the bidder might have 
had and unfair advantage. 

• A fair and transparent tender process may not have been followed. 

Recommendation: 

Management should ensure that all documentation is date stamped and signed by the two 
officials collecting the documentation from the bid box. 

Management Action Plan: 

• The original tender documents noted above were with provincial treasury during the 
audit period. 

• Documentation was returned on 21 May 2009 both were date stamped. 

• Copies of the stamped documents will be retained in future. 

Responsible Person: 

Supply Chain Management 

Implementation Date: 

1 July 2009 
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SuddIv Chain Manaaement: Quotations not advertised 



Rating: 

Housekeeping 

Criteria: 

The Accountant must set out the procedures for the procurement of goods or services by 
means of formal written quotations, which should include: 

• all procurements exceeding R30,000.00 (VAT include) should be advertised on the 
website and/or the Municipal notice board for at least seven days. 

Refer to section 18 of the Cape Agulhas Municipality Supply Chain Policy" 

Finding: 

Upon discussion with the supply chain practitioner and review of the documentation provided 
we noted that procurement exceeding R30,000.00 are not advertised on the website. 

Risk: 

• Failure to advertise procurements might result in the most suitable quotation not being 
selected. 

• A fair and transparent procurement processes might not have been followed. 

Recommendation: 

• Management should ensure that all procurement between the amount of R30,000.00 
and R200,000.00 are advertised on the Municipal website and/or the notice board for 
at least seven days. 

• The advertisement should be prepared by the Supply Chain Practitioner and approved 
by the Municipal Manager. 

• The approved advertisement should be filed for record and audit purposes. 

Management Action Plan: 

• The municipal website is currently out of order. 

• Once corrected all tenders and quotations will be advertised as required. 

Responsible Person: 

Supply Chain Management 

Implementation Date: 

1 July 2009 
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Cash and Bank: No evidence of cash-uo performed. 



Rating: 

Housekeeping 

Criteria: 

• Cash-ups are performed on a daily basis. 

• For each cash-up performed, a daily cash-up reconciliation sheet is completed. 

Finding: 

From a sample of 30 daily cash-ups selected, the following reconciliation sheets were not 
provided for audit purposes: 


Date of cash-up 

Office 

14/04/2009 

Testing station 


Risk: 

Cash-ups not performed on a daily basis may result in the misappropriation of cash and 
cheques. 

Recommendation: 

• The Accountant: Registers and Cash Control should ensure that cash-ups are 
performed on a daily basis at all the cash offices. 

• A daily cash-up reconciliation should be compiled for each cash-up and submitted to 
the Accountant: Registers and Cash Control. 

• The daily cash-up reconciliations should be filed and safeguarded. 

Management Action Plan: 

Management will ensure that the daily cash up reconciliation sheets are compiled and 
safeguarded. 

Person Responsible: 

Chief Financial Officer 

Implementation Date: 

1 July 2009 
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